Executive 
Overview 


Federal 
Government 
Professional 
Services  Market 
1986-1991   


INPUT 


i 


I 


PROCUREMENT   ANALYSIS  REPORTS 
GF Y  1987-1992 


Published  by 
INPUT,  INC. 

8298  C,  Old  Courthouse  Rd. 
Vienna,  VA  22180 
(703)  847-6870 


Federal  Information  Systems  and  Services  Program  (FISSP) 

Procurement  Analysis  Reports  • 
GFY 1987-1992 


Copyright  ©1987  by  INPUT.  All  rights  reserved. 
Printed  in  the  United  States  of  America. 
No  part  of  this  publication  may  be  reproduced  or 
distributed  in  any  form  or  by  any  means,  or  stored 
in  a  data  base  or  retrieval  system,  without  the  prior 
written  permission  of  the  publisher. 


REPORT  ABSTRACT 


INPUT  believes  that  the  federal  market  demand  for 
professional  services  will  sustain  a  12%  average  annual 
growth  rate  in  the  1986-1991  forecast  period.  This  market  is 
now  expected  to  increase  from  $3.2  billion  in  1986  to  $5.5 
billion  by  1991. 

The  federal  professional  services  market  has  become 
increasingly  competitive  in  the  past  few  years,  with  substan- 
tial pressure  from  small  business  and  minority-owned  firms  as 
well  as  aerospace  firms.  In  addition,  the  market  continues  to 
be  highly  price  sensitive,  with  progressively  narrower  margins 
and  more  tightly  controlled  overhead.  The  report  analyzes 
agency  plans  for  future  use  of  professional  services.  The 
report  also  discusses  vendor  status,  future  market  plans,  and 
selection  criteria;  vendor  performance  characteristics; 
contracting  policy  and  preference;  and  major  contract 
opportunitites  in  this  period. 
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To  Our  Clients: 


This  summary  is  an  excerpt  from  a  full  research  report,  Federal  Government 
Professional  Services  Market,  1986-1991,  issued  as  part  of  INPUT'S  Federal 
Information  Systems  and  Services  Program  (FISSP).  A  complete  description  of  the 
program  is  provided  at  the  end  of  this  Executive  Overview. 

If  you  have  questions  or  comments  about  this  report,  please  call  INPUT  at 
(703)  847-6870  and  ask  for  the  Client  Hotline. 
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E.       MARKET  OPPORTUNITIES 


•  Several  trends  in  federal  government  acquisition  and  application  of 
information  services  are  apparent  and  supported  by  the  present 
administration. 

•  Distributed  systems,  employing  a  range  of  computer  sizes  and  sophisticated 
networking  requests,  will  experience  strong  growth,  presenting  a  substantial 
opportunity  to  qualified  vendors. 

•  The  leading  software  application  prospects  are  financial  and  logistic 
applications,  both  packaged  and  customized,  with  potential  for  continued 
growth  throughout  the  remainder  of  the  decade. 

•  The  trend  away  from  custom  development  and  away  from  one-of-a-kind, 
nontransferable  applications  has  created  an  opportunity  for  federal 
government  professional  service  vendors  who  can  make  efficient  use  of 
existing  system  packages  and  other  means  of  reducing  software  development 
costs. 
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MARKET  OPPORTUNITIES 

•  Distributed  Systems 

•  Financial  Applications  and  Logistics 

•  Cost-Effective  Custom  Development 
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F.  RECOMMENDATIONS 


•  INPUT  recommends  that  vendors  identify  the  conditions  under  which  they  can 
accept  fixed-price  contracts  since  the  federal  government  has  a  growing 
preference  for  fixed-price  contracting,  a  trend  that  shows  no  sign  of  reversal. 

•  INPUT  recommends  that  vendors  emphasize  their  marketing  in  areas  that  are 
politically  popular.  In  election  years,  Congress  reacts  to  programs  that  gain 
or  hold  votes. 

•  Vendors  continue  to  get  low  marks  for  being  unresponsive  to  agency  needs  and 
constraints.  Selling  vendor  products  and  capabilities  rather  than  meeting 
agencies'  needs  for  solutions  is  the  number  one  cause  for  low  satisfaction 
levels.  Vendors  need  to  increase  their  understanding  of  the  business 
objectives  of  each  proposed  project  and  then  ask  how  the  vendor  will  be  able 
to  meet  these  objectives. 
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RECOMMENDATIONS 

•  Know  Your  Risk  Levels 

•  Increase  Agency  Responsibilities 

•  Market  the  Politically  Popular 

•  Identify  Required  Skills  Early 


Updated  1987 
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An  Executive  Planning  Service  Irom  INPUT 


FEDERAL  INFORMATION  SYSTEMS  AND 
SERVICES  PROGRAM  (FISSP) 

The  federal  government  spends  billions  of  dollars  every  year  on  the  procurement 
of  externally  provided  information  systems  and  services.  Most  of  those  dollars  to  go 
the  vendors  who  best  understand  the  federal  marketplace  -  its  plans,  policies,  and 
regulations  -  the  informed  vendors  who  seek  and  find  the  real  opportunities. 

INPUT'S  Federal  Information  Systems  and  Services  Program  (FISSP)  will  accurately 
Inform  you  of  major  federal  procurements  and  provide  a  strategic  perspective  of 
federal  information  technology  programs.  With  the  FISSP  reports  and  personalized 
guidance  from  INPUT'S  experienced  Washington  consultants  you  will: 

-  Enhance  marketing  support  -    Reduce  marketing  costs 

-  Get  a  head  start  on  the  competition   -    Improve  return  on  bidding  investment 

-  Identify  qualified  prospects  -    Focus  business  development  efforts 


FISSP  CLIENTS  RECEIVE: 

Monthly  Procurement  Analysis  Reports  (PAR) 

PARs  identify  and  track  individual  procurement  opportunities  up  to  five  years  in 
advance  of  RFP  release.  Starting  from  agency  planning  documents,  INPUT'S 
Washington  consultants  investigate  individual  initiatives,  determine  exactly  what  the 
agencies  intend  to  buy  and  verify  funding.  To  help  you  better  understand  each 
program  and  improve  your  competitive  position,  PARs  describes  specific  mission 
requirements,  related  programs,  and  prior  contract  awards  (including  incumbent 
contractors  and  contract  numbers  where  applicable).  To  help  you  control  the  cost  of 
sales,  PARs  identifies  points  of  contact  for  pre-sale  marketing. 


Typical  PAR  Content 
Agency  Name 
Program  Title 
Funding  by  Fiscal  Year 
Procurement  Schedule  Target  Dates 

-  Draft 

CBD  Announcement 
Pre-Bid  Conference 

-  RFP/RFQ  Release 

-  Bid  Due  Date 

-  Award  Date 


Budget/Procurement  Code 

Description  of  Program 

Systems/Services  to  be  Acquired 

Contract  Types 

Contract  Duration 

Contracting  Office  (Name/Address) 

Program  Office  (Name/Address) 

Background/Function 

Analysis 

Acquisition  Plan 

Awards  To  Date 


In  addition,  PARs  is  indexed  by  agency,  fiscal  year  and  system/service  mode. 
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Federal  Market  Analysis  Reports  (MAR) 

Federal  Market  Analysis  Reports  dissect  and  forecast  long-range  trends  in  specific 
nnarket  segments  and  federal  agencies.  You  will  receive  six  reports  per  subscription 
period.  Each  MAR  includes  detailed  budget  forecasts,  contracting  trend  analyses, 
technology  impact  assessments  and  competitive  environment  evaluations.  MARs 
scheduled  for  release  in  the  next  six  months  include: 

-  Federal  ADP  Facilities  Management 

-  Federal  Processing  Services 

-  Federal  Telecommunications  Market 

Annual    FISSP  Client  Conference 

The  FISSP  Annual  Client  Conference  provides  a  unique  forum  for  discussing 
federal  issues  with  agency  officials  and  INPUT  market  experts.  This  important  meeting 
will  be  held  in  Spring,  1987. 

Client  Query  Service 

You  and  your  staff  will  receive  timely  answers  to  Its  specific  questions  about  programs, 
competitors,  and  contracts.  You  may  ask  questions  encompassing  all  aspects  of  the 
government  information  systems  and  services  marketplace. 

Access    to   INPUT'S  Federal  Information  Center 

You  will  have  access  to  this  Washington  facility  which  houses  hundreds  of  agency 
planning  and  procurement  documents. 

From  rapid  query  response  to  long-range  market  analyses,  INPUT'S  FISSP  delivers 
the  most  program-specific  federal  market  intelligence  you  can  buy  ~  and  at  less  than 
the  cost  of  employing  one  researcher.  With  INPUT'S  experience  and  position  as  an 
independent  market  consultant,  your  company  can  benefit  from  agency  information 
that  isn't  generally  available  to  potential  contractors. 

Annual  Client  Conference 

You  may  attend  INPUT'S  annual  client  conference  to  be  held  in  the  third  quarter  of 
1987.  This  informative  meeting  will  address  the  status  and  future  of  the  information 
services  industry,  the  competitive  environment,  important  industry  trends  potentially 
affecting  your  business,  the  impact  of  new  technology  and  new  service  offerings,  and 
timely  information  services  industry  issues.  Conference  agenda,  dates  and  location 
will  be  sent  to  you  in  the  second  quarter  of  1987. 

You  will  attend  this  dynamic  conference  with  top  executives  from  many  of  the  industries 
leading,  fastest-growing,  and  most  successful  vendor  companies;  and  with  top 
Information  Systems  managers  from  some  of  the  world's  most  sophisticated  user 
organizations. 


11/17/86 
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OVERVIEW 


The  federal  government  professional  services  nnarket  prospects  for  the  next 
five  years  continue  to  be  strong.  The  need  for  the  government  to  steadily 
improve  both  the  quality  and  quantity  of  ADP-supported  services  presents  a 
unique  opportunity  for  growth. 

The  federal  workforce  is  heavily  committed  to  maintaining  existing 
software  systems  and  inadequately  staffed  to  develop  new  systems. 

Pressure  to  reduce  the  federal  budget  deficit  makes  efficiency  and 
innovation  key  factors. 

Executive  directives  require  federal  agencies  to  utilize  contractors, 
rather  than  perform  the  work  in-house,  if  this  is  proven  to  be  cost- 
effective.  An  example  is  OMB-A-76. 

Technology,  particularly  in  the  areas  of  microprocessor  hardware  and 
software,  supercomputers,  and  artificial  intelligence,  is  advancing  at  a 
rate  that  requires  the  importation  of  private  sector  expertise  to  solve 
problems. 
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STRONG   PROFESSIONAL  SERVICES 
MARKET  PROSPECTS 

•  Federal  Commitment  to  Maintaining 
Existing  Software 

•  Pressure  to  Increase  Efficiency 

•  Directives  to  Use  Contractors 

•  New  Solutions  Through  Technology 


GFP4 
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B.       MARKET  FORECAST:  PROFESSIONAL  SERVICES 


•  INPUT  estimates  that  the  federal  government  professional  services  market 
will  increase  from  $3.2  billion  in  1986  to  $5.5  billion  by  1991,  at  an  average 
annual  growth  rate  (AAGR)  of  12%. 

The  growth  rate  will  be  fairly  constant  throughout  each  of  the  years. 

Reductions  in  maintenance  costs  resulting  from  the  upgrade  of  existing 
ADPE  inventory  and  standardization  of  higher  level  languages  will 
probably  not  have  a  significant  impact  during  the  forecast  period. 

The  projected  growth  rate  and  outyear  (1991)  forecast  have  been 
lowered  from  the  last  forecast  to  reflect  reductions  in  planned 
expenditures  required  by  deficit  control  measures. 

•  The  fastest  growing  service  will  be  systems  integration  (16%  AAGR). 
Agencies  have  a  continuing  need  to  build  coherent,  consolidated  systems 
rapidly.  Vendors  who  are  able  to  assume  the  risks  of  these  large  efforts  and 
develop  on  time  and  within  budget  should  prosper. 

•  Programming  and  analysis  (12%  AAGR)  will  be  the  only  other  double  digit 
growth  service.  Education  and  training  (9%),  facilities  management  (8%),  and 
consulting  (6%)  round  out  the  forecast  picture. 
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EXHIBIT  11-2 


FEDERAL  GOVERNMENT  PROFESSIONAL 
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C       COMPETITIVE  FORCES 


•  The  federal  government  professional  services  market  has  become  increasingly 
competitive  in  the  past  few  years,  with  substantial  pressure  from  small 
business  and  minority-owned  firms  as  well  as  aerospace  firms  like  Martin 
Marietta,  Boeing,  McDonnell  Douglas,  Grumman,  and  Lockheed. 

•  The  professional  services  market  has  become  highly  price  sensitive.  The 
winners  are  working  with  progressively  narrower  margins,  more  tightly 
controlled  overhead,  and  reduced  management  structures. 

•  Bid  selection  reviews  now  require  in-depth  presolicitation  intelligence 
gathering  and  earlier  executive  management  involvement.  Companies  that 
have  failed  to  accurately  assess  their  prospects  for  winning  have  found 
themselves  wasting  proposal  budgets  on  increasing  numbers  of  failures. 
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EXHIBIT  11-3 
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COMPETITIVE  FORCES 

•  New  Competitors 

-  Small  Businesses 

-  Minority-Owned  Firms 

-  Aerospace  Companies 
.  Price  Sensitivity 

•  Presolicitation  Intelligence 


D, 


AGENCY  AND  VENDOR  RANKINGS  OF  SELECTION  CRITERIA  DIFFER 


•  INPUT  recommends  that  vendors  assist  potential  agency  customers  with  their 
missions,  functions,  and  problems.  Vendors  should  not  modify  the  problem  to 
meet  an  available  solution. 

•  INPUT  recommends  that  vendors  improve  their  pre-bid  and  proposal  strategic 
planning  to  Increase  award  prospects.  They  must  become  more  aware  of  what 
the  federal  government  is  seeking  in  a  professional  services  vendor  and  adapt 
strategies  to  match. 

•  There  are  significant  differences  of  opinion  as  to  the  relative  importance  of 
vendor  characteristics. 

Government  agencies  consider  application-functional  experience  an 
important  characteristic.  Vendors  considered  it  of  lesser  importance. 

The  government  agencies  give  the  least  consideration  to  agency  and 
federal  contract  experience  while  vendors  considered  hardware 
experience  to  be  the  least  important  factor. 

There  are  other  significant  differences  shown  in  the  table.  These 
differences  should  be  examined  in  more  detail  by  each  vendor. 
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INPUT  provides  planning  infonnation,  analysis,  and 
recommendations  to  managers  and  executives  in  the 
information  processing  industries.  Through  market 
research,  technology  forecasting,  and  competitive 
analysis,  INPUT  supports  client  management  in  making 
informed  decisions.  Continuing  services  are  provided  to 
users  and  vendors  of  computers,  and  communications 
and  office  products  and  services. 

The  company  carries  out  continuous  and  in-depth 
research.  Working  closely  with  clients  on  important 
issues,  INPUT'S  staff  members  analyze  and  interpret  the 
research  data,  then  develop  recommendations  and 
innovative  ideas  to  meet  clients'  needs.  Clients  receive 


About  INPUT 


reports,  presentations,  access  to  data  on  which  analyses 
are  based,  and  continuous  consulting. 

Many  of  INPUT'S  professional  staff  members  have  nearly 
20  years  of  experience  in  their  areas  of  specialization. 
Most  have  held  senior  management  positions  in 
operations,  marketing,  or  planning.  This  expertise 
enables  INPUT  to  supply  practical  solutions  to  complex 
business  problems. 

Formed  in  1974,  INPUT  has  become  a  leading 
international  planning  services  firm.  Clients  include  over 
100  of  the  world's  largest  and  most  technially  advanced 
companies. 
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